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Volume XII, Number 15 


The Sales Tax 


The campaign to establish a general sales tax is gaining 
headway. It failed in the last Congress but the questi6n 
is up again in this Congress and in various states. The 
sales tax as adopted by New York State on April 10, is 
likely to become the fashion in many other states. Al- 
though a sales tax is introduced as an emergency measure 
it is difficult to eradicate when it gains a foothold. 

The sales tax is an ancient device. In modern times 
those who have recognized the principle that taxation 
should be based as much as possible upon ability to pay 
have been opposed to its use because it is a dispropor- 
tionate burden on those having small incomes. It is 
frankly a tax on consumption and the great majority of 
consumers have small incomes. Data on expenditures 
collected by the Business Week (August 24, 1932) show 
that in 1929 those having less than $3,000 income bought 
71 per cent of the goods and services supplied in that 
year while they accounted for only 30 per cent of the 
total national savings. The following tabulation affords a 
comparison of income groups in this respect: 


Per cent of Per cent 
national of national 
Income Group expenditures savings 
$3,000 and under $5,000 10.00 14.5 
$5,000 and over 19.00 55.5 
$1,000,000 and over 00.09 8.3 


Put in another way it may be said that those having 
less than $3,000 income spent $65,143,000,000 and saved 
$3,746,000,000, or an amount equal to 5.7 per cent of 
their expenditures, while those having $1,000,000 and 
over spent $87,000,000 and saved $1,045,000,000, or 12 
times as much as they spent. The 513 persons in 1929 who 
reported an income of $1,000,000 and over had, on an 
average, $1,990,340 after they had paid their taxes. 

Obviously these data indicate that the ability to pay 
taxes without any great sacrifice is to be found among 
those having $5,000 a year and over. Furthermore, those 
who have the very large incomes have vast amounts left 
after they pay their taxes. Those who oppose the sales 
tax maintain that under these circumstances a tax which 
falls alike on goods and services consumed by the poverty 
stricken and by the wealthy is not only unjust but unnec- 
essary. During a depression when wages and salaries 
have been cut and when income has been reduced or cut 
off by short time and unemployment the sales tax, they 
contend, becomes still more unjust. 

The sales tax is also criticized on other grounds. In 
a radio address November 6, 1932, H. S. Buttenheim, 
editor of the American City, pointed out that the sales 


tax has harmful effects on business, even though in most 
instances the tax is shifted to the consumer. The burden 
of the tax on different business concerns varies in degree 
and, by giving an advantage to some, tends to bring about 
changes in the business structure. For example, a highly 
integrated concern would pay only one tax on its final 
product while the tax would be pyramided or repeated 
for many concerns which do not control the manufacturing 
process from raw materials to finished product. In this 
way the tax fosters the growth of large and highly inte- 
grated concerns. 


A general sales tax also presents serious administrative 
difficulties. Mr. Buttenheim maintains that “in order to 
establish such a tax without great injustice and inequality 
from a business standpoint, it would be necessary to 
classify all industries and professions and make a sepa- 
rate rate for each. Not only the rate classification, but 
also the collection of the tax would offer serious problems. 
Manufacturers and merchants would perforce be turned 
into unwilling tax collectors. Temptations to falsify and 
evade would be as great as with the income tax... . 


“If the tax is levied on concerns doing a very small 
volume of business, the expenses of collection from such 
outweigh the revenues obtained. Yet if these smaller 
concerns are exempted, it is quite possible that many of 
the exempted establishments may be making much greater 
profit than some of those taxed, and there again unfair 
discrimination against certain enterprises enters into the 
picture.” 

Furthermore, the yield from the tax is difficult to 
forecast and the amount of revenue is frequently disap- 
pointing, particularly during a depression when it shrinks 
rapidly with the decrease in purchasing power. This has 
been proved by the experience of Germany and France. 


During a depression the sales tax postpones business 
recovery by reducing purchasing power. “The masses,” 
Mr. Buttenheim says, “spend almost all that they get. If 
a considerable part of their income is taken in taxation, 
it reduces their purchasing power to that extent.” “Buy 
Now” slogans have failed because great numbers of people 
did not have the purchasing power or were afraid to spend 
what they had when they faced wage cuts, short time, 
and unemployment. 


Now that confidence is returning and surplus stocks 
have been largely used up, Mr. Buttenheim insists that to 
retard the movement toward recovery by a sales tax 
would be “disastrous folly.” How much these considera- 
tions will influence those who desire to shift a greater 
burden of taxation to the masses remains to be seen. 
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“Taxation and Revenue” 


Dr. Joseph McGoldrick, professor of public law at 
Columbia University, made a significant address on this 
subject at the Conference on Congress and Unemployment 
in Washington, D. C., on March 18. He said, in part: 

“It is three and a half years since the depression over- 
took us. During that entire period we have been pursuing 
false principles... . 

“It was urged, first, that we were suffering from a 
lack of confidence and that what we most needed was 
reassurance and a restoration of faith in our institutions. 

. But confidence cannot gloss over bad balance 
sheets, depreciated values, diminishing purchasing power 
and the relentless growth of unemployment. 

“Our second cure was to be sought in the resumption 
of investment. Our very ills were the direct result of 
over-investment. We were to cure them by more invest- 


ment. .. . we had over-invested in hotels, office buildings, 
theatres, apartment houses, in steel, automobile and oil 
capacity. . . . Our troubles were rooted in insufficient 


purchasing power. The moment the bubble burst we 
began a contraction of purchasing power which has gone 
on continuously and cumulatively since. At each recession 
of purchasing power a new layer of values melts away... . 

“This brings us to the third false hope: the hope that 
vanished values could be supported with credit. Volun- 
tary efforts failed for they were too hopelessly unbusi- 
nesslike. Then we created the Reconstruction Finance 
Corporation. It never was intended to construct or re- 
construct. It was established to lend money to support 
values which the operation of our system had erased. .. . 
It was the collapse of this misguided effort that brought 
the inevitable bank paralysis which ushered in the new 
administration. 

“Our basic problem through these three long years, and 
indeed for some time prior to the depression, was to 
secure a national purchasing power sufficient to consume 
the goods which our industry could produce and sustain 
the values which it had piled up. That problem we have 
not yet attacked. We have created no additional spending 
power. In our private relief campaigns we have merely 
asked a section of our people to share their spending power 
with those who have none. . . . And we have pressed it 
to the point where it is all but completely exhausted. It 
is the same story with municipal and state relief. To the 
extent which this tax money comes from those sections 
of the consuming classes which would themselves have 
spent it or is diverted from expenditures which these gov- 
ernments would otherwise have made, it reassigns but does 
not create purchasing power. And this source, too, is 
practically at an end.... 

“. . Our malady in the United States is now and has 
been for at least a decade back a maldistribution of national 
income. Too much has gone to those who save and in- 
vest; too little to those who spend. . . . our expendable 
income is inadequate to buy the output of the factories 

. . and therefore inadequate to sustain the value of the 
investments themselves. . . . 

“It is incumbent upon us to abandon those forms of 
taxation which drain money which would normally be 
spent and, on the other hand, we must tax that income 
which being unspent is saved and invested. Consumption 
taxes whether on amusements, gasoline, beer or sales 
generally all operate to take spending power. These we 
must abandon. . . . the expenditures of the poor create the 
values that constitute the wealth of the rich... . 

“We need not only to release spending power; we need 


a mechanism that will enable us to check saving and 
investment. We must tax surplus not only because our 
immediate need is extreme but because hereafter we must 
have an instrument for checking headlong expansion. . . . 
We must frankly use taxation as an instrument for social 
control if our system is not to give way to a more thor- 
oughgoing socialization. 

“Among the tested instruments with which to build 
such a tax policy we have, of course, the income and 
inheritance taxes. It is ironical to point out that the de- 
pression has taken a far heavier toll in capital values and 
income than the most ardent exponent of high taxes would 
have dreamed of in 1929 and we have nothing to show 
for it. Today such income and state levies would not 
yield enough. We may be forced to more drastic expedi- 
ents. A levy upon corporation surpluses might afford the 
answer. They were accumulated to aid in just such 
periods of distress and since the individual corporation 
is unable to lift itself out, there would be some justice 
in using some of the surpluses of all for the benefit of all. 
These very corporations, paradoxically enough, would be 
the first to benefit. 

“A bond sale is not the answer. If people can buy 
bonds they can pay taxes. Our present imperious need is 
for a huge national fund to provide employment and 
create purchasing power.” 


The Anti-War Movement in Great Britain 


The British Weekly (London) for March 16 carried a 
leading article on Mr. Lloyd George’s address before the 
National Free Church Council Assembly at Sheffield on 
March 13, in which the spokesman of British Liberalism 
renewed his plea to the churches, made many years ago, 
that they stop war. The burden of his address was 
“everything depends now upon the action of the Christian 
churches.” 

Taking this as a text the British Weekly asks whether 
that statement is true. : 

“The churches! That is you and I and all of us! And 
as for the political power of the churches, it is the power 
of our aggregate personal influences. In this region of 
political power, Mr. Lloyd George himself, as a church- 
man, has his responsibility, as we all have in our various 
degrees; his being so great and so universally acknowl- 
edged that his intrusion upon a public issue in the name 
of Christianity would be more powerful here in Great 
Britain than all the verbal protests and resolutions of the 
Assemblies of all the churches. 

“And again, if ‘Everything depends now upon the ac- 
tion of the Christian churches,’ what action would he 
recommend, what action would he lay upon us, as Chris- 
tians, as our unescapable responsibility? He cannot take 
the position that the churches have a corporate power 
other than the aggregate power of personalities. The 
churches today have, as churches, no political power, no 
control of treaties or of politics. The Free Churches, in 
abjuring the use of the civil arm, staked their entire politi- 
cal influence upon the social intelligence and responsibility 
of their members. 

“But once again, if ‘Everything depends now upon the 
action of the Christian churches,’ what would he suggest 
even as a first step? It is here that he could help us as no 
other could; because it is not the least of Mr. Lloyd 
George’s powers, the power which he has of getting 
things done. 

“He knows how we have passed resolutions, ad nau- 
seam. He knows, as a Minister of State, the later career 
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of even a largely-signed resolution, after it has been 
brought to the notice of a Cabinet Minister! Now: it is 
because we wish to do something that some of us nowa- 
days groan at the very proposal that we should sign some 
further protest or appeal. 

“What should we do? What can we do? What first 
thing should we set about doing? 

“Would it be worth our while, for example, to make it 
a matter of Christian necessity, in our preaching, that we 
should pledge ourselves to take no part in the bearing of 
arms? Or should we specify in particular that we, mem- 
bers of the Christian church, shall take no part in any 
war which has been involved for us by some secret pact 
with another power, of which pact we had no cognisance? 

“Or would it be a step worth taking for us to insist 
upon a referendum before the declaration of war? Or 
that the only war we shall regard as legitimate and con- 
ceivably honorable is a war which we wage side by side 
with other member-states of the League of Nations? 

“For it is a truly horrible idea that we people are to be 
held responsible for a war, and yet have no instructions 
as to how we may shoulder our responsibility. 

“Is there a party in the state today which will here 
and now pledge itself that if thousands and hundreds of 
thousands of sincere people—the Christian church—stand 
aloof from the next war, it will see to it that they are not 
harried and insulted and imprisoned, or it might even be, 
put to death?” 

In its issue of March 30 the British Weekly recorded 
with equal prominence the receipt of a large correspond- 
ence called forth by the article above quoted. The opinions 
expressed were in part summarized as follows: 

“There were those whose hearts had grown sick with 
hope deferred. These took the line that the devil is once 
again in the saddle, and that there is little we can do but 
let him ride, until he has smashed himself and us against 
one of those barriers which God has erected lest things 
should go too far. 

“There were those who counselled prayer, and nothing 
but prayer. At least this is what these seemed to mean: 
for, whatever be our method, or strategy, we are agreed it 
is a hopeless business we have before us if we think to 
overthrow those ‘powers and empires which control and 
govern this dark world’ with nothing more on our side 
than our fitful moods. ... 

“There were others who took the line that the shedding 
of blood, even in self-defence, or in the defence of those 
who cannot defend themselves—children, aged people, in- 
valids—is a forbidden thing. These would go so far as 
to make such abstention a term of membership in the 
Christian church.” 

To which is added the following comment: 

“Tt would be an immense service if the Christian people 
of our country could be shown even one thing on which 
they could concentrate as, so far, a security against war. 
If there was even one thing, itself so obviously of the 
essence of Christianity, and at the same time so likely 
to be such a safeguard against war that we could blame 
ourselves and touch the conscience of every good man in 
respect of it—that would be a first step. Achievement 
there would lead invincibly to some wider ambition along 
the same line.” 


GeorceE LANsBurRY, LABORITE 


George Lansbury, world famous British Laborite, has 
written the following letter to the London Times: 

“Sir—lI write as a pacifist, one who accepts the words 
of Christ, ‘They who take the sword perish by the sword,’ 
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as literally, morally, and historically true. Mr. Lloyd 
George appeals for an international conference of the 
churches, but what then? Will the Christian leaders come 
down on the side of the Master and demand that, no 
matter what other nations or followers of other creeds 
may do, Christians, those who accept Christ and His 
teaching as the guide and law of life, cannot, must not, 
will not have anything to do with war or preparation 
for war? 

“We are approaching the holiest season of the year, 
when we commemorate the sufferings, death, and ultimate 
triumph of our Lord over all his foes, the marvellous 
victory of the ‘terible meek.’ Why not use this season, 
this year, for all of us individually and nationally to 
confess our sins or shortcomings before God and declare 
our repentance and our determination that, with His 
forgiveness and His good grace, we British Christians 
will give up all reliance on force, cease to manufacture 
poison gas, give up building ships and other instruments 
of war; in fact, determine that we will humbly and rever- 
ently strive to walk in the footsteps of Him who, in the 
moment of supreme danger, stood firm and serene, con- 
tent to know that, though men destroyed or hurt his body, 
his soul, his all was in the keeping of God His Father, 
who is Father of us all. 

“Yes, the world wants a clarion call for peace, but our 
pastors, bishops, priests, will not give that call, cannot 
give that call until once and for all they declare all war 
a crime against God and tell Christian men and women 
it is a denial of God’s will to have any part or lot in such 
a terrible crime.” 


PAcIFISM IN ENGLISH UNIVERSITIES 


Much interest has been aroused in England over the 
debate in the Oxford Union on February 9 on the motion 
“That this House will in no circumstance fight for its 
King and Country.” This was carried by a vote of 275 
to 153. Later an attempt was made by life members of 
the Union to have the vote expunged from the society’s 
minutes. But the Union refused to do this. Similar 
resolutions have been debated in other English univer- 
sities. 

E. M. Forster, writing in the Spectator (London) for 
March 17 says: “The Cambridge Union has preferred 
socialism to fascism. . .. Manchester has come to the same 
conclusion as Oxford, by a large majority. So has Cardiff. 
So has Glasgow. Nottingham tried to debate the motion, 
but was stopped by the authorities. No such prohibition 
was extended to Belfast, where the students decided to 
fight. At Edinburgh Sir Ian Hamilton was shouted down 
when he tried to eulogize Japan in his rectorial address. 
All over the country youth has been sorting itself into 
camps and has excited its elders and the public generally.” 

The Manchester Guardian’s Oxford correspondent says 
in the Weekly for March 24 that student opinion is “very 
seriously concerned about the question of war and peace.” 
The élite no longer respond to “the old catchwords,” the 
government’s Far Eastern policy has “shaken all confi- 
dence in the League. . . . There can be no doubt that in 
Oxford, among those who have any radical inclinations 
at all, our present government, and, in particular, its 
foreign policy is held in contempt.” 


New York Minimum Wage Law 


On April 8 the New York State legislature passed a 
minimum wage bill applying to women and children. This 
ends a fight begun over 20 years ago by three legislators 
and a social worker—Franklin D. Roosevelt, Alfred E. 
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Smith, Robert F. Wagner and Frances Perkins—to con- 
vince the legislature of the need for such a law. 


The law provides for a wage director in the Labor 
Department and for wage boards to recommend minimum 
wages for women and children. If 50 citizens petition 
for a wage hearing a board composed of three employers, 
three employes and three disinterested persons must be 
formed to hear evidence, survey conditions, and recom- 
mend to the wage director fair wages for women and 
children. A “fair wage” is defined as “fairly and reason- 
ably commensurate with the value of the service or class 
of service rendered” as contrasted to an “oppressive and 
unreasonable wage” which “is less than sufficient to meet 
the minimum cost of living necessary to health.” 


Failure on the part of employers to abide by the scale 
established is punishable by fine and imprisonment. It 
was the question whether the law should be mandatory or 
not that delayed legislation not only in this case but in 
many cases in the past. In view of the fact that the United 
States Supreme Court has declared unconstitutional a 
compulsory minimum wage law for the District of Co- 
lumbia it is likely that the court will have an opportunity 
to declare itself again. It is interesting to conjecture what 
will be the attitude of the court as it is now constituted, 
and in the light of the changed economic situation. 


Investors Refuse Lower Interest 


In the State of New York, all the companies engaged 
in the guaranteed mortgage business have been taken over 
by the State Insurance Department and the State Banking 
Department. According to the Business Week for March 
22, a major reason for the action was unwillingness on 
the part of many investors to accept lower interest rates 
during the present unfavorable conditions, as suggested 
recently by several of the larger companies. (See INForR- 
MATION SERVICE of March 4, 1933.) 

Securities outstanding which are based on New York 
City property alone have a face value of $3,000,000,000. 
The companies guaranteed payments of principal and in- 
terest to investors. Since 1931, however, maturing mort- 
gages have been refunded with difficulty. In the present 
situation, says the Business Week, the whole arrangement 
of guarantees is suspended. Holders of bonds secured by 
mortgages still have the property as security. But the 
situation is complicated by the fact that many securities 
have been sold to scattered investors who have only part 
ownership of the mortgage on a single property. 


Farm Income and Urban Payrolls 


In the Agricultural Situation for February, published 
by the Bureau of Agricultural Economics, Washington, 
appeared a comparison of the trends of total farm income 
with the trends in the total payrolls of railroad, factory 
and construction workers. Since 1921, the curve repre- 
senting the total value of marketed farm products has run 
parallel with that of the payrolls of these industrial wage 
workers. Variations have been minor since 1927, although 
the level of farm income has been slightly lower than the 
level of industrial payrolls. 

The data presented are technical and certain details 
have been omitted in making the above generalizations. 
Expenditures for butter, for example, over the thirteen 
year period ending with 1932, have varied in accordance 
with the trend of urban payrolls. At the end of 1932, 
both urban payrolls and farm income were about 40 per 
cent of the average for the years 1923-25. The interde- 


pendence of urban industrial workers and the farm popu- 
lation is clearly indicated by this statistical study. 


“Behind the Far Eastern Conflict” 


The American Council of the Institute of Pacific Rela- 
tions has recently issued a pamphlet under the above title 
which describes the various group interests in Japan and 
China and international interests in Manchuria. This 
study is “postulated on the hypothesis that national poli- 
cies are the crystallization and reflection of group interests 
within each nation, and on the further assumption that 
control of international conflict demands a realistic under- 
standing of these interests.” The problems caused by 
Japan’s dependence on foreign countries for her raw 
materials and markets, the highly concentrated control of 
economic power, the effects of the depression, and the 
Japanese Facist movement, are briefly sketched. Two 
solutions are proposed in Japan in regard to Manchuria. 
The army and Fascist leaders want “exploitation of Man- 
churian resources by the state itself and for the benefit of 
Japanese consumers and colonists,” while the capitalist 
leaders want Manchuria to be developed in the interests 
of Japanese producers. This “implies preventing Man- 
churian materials or goods from competing with the do- 
mestic production of Japan proper.” At the present time 
liberal groups play “little or no part in the formation of 
Japanese policy.” 

The writers point out that the alignment of groups is 
much less clear in China than in Japan. The results of the 
geographic situation of China and of the pressure of 
population on the comparatively small area of “agricul- 
tural China” are sketched, as is the position and influence 
of such varied groups as the farmers, both Communist 
and non-Communist elements, and the relatives of emi- 
grants to Manchuria; the feudal bourgeoisie which again 
includes the landowners, village craftsmen, the urban in- 
telligentsia, the war lords and officials. Of the latter 
group, Marshal Chang Hsueh-liang, who recently re- 
signed his control of the Peiping area, is most directly in- 
terested in Manchurian affairs. There is the very small 
group of merchants, bankers and industrialists who are 
“the real determinants of what is spoken of as ‘the policy 
of China.’” The position of the National government and 
the stake of these various groups in Manchuria are briefly 
described. 

The pamphlet may be secured from the American 
Council of the Institute of Pacific Relations, 129 East 
52nd Street, New York, N. Y. Price 25 cents. 


Sanctions Against Japan? 


The New Statesman (London) of March 4 discusses 
the possibility of applying sanctions against Japan. It is 
held that the question to be considered is the practical 
effect of sanctions and whether their value in coercing 
Japan is “likely to be commensurate with the risk and 
damage it involves.” The first step, according to the New 
Statesman, is “to distinguish between an embargo and a 
blockade.” The blockade should not be used. “Economic 
and diplomatic pressure must be applied cumulatively and 
progressively.” An embargo on raw materials, such as 
oil, and on foreign loans seems more practical than one 
on arms. The difficulties, while serious, do not seem 
insuperable. “The main thing is ... that Japan should 
see that the League and the United States mean business, 
and that there should be an unequivocal acceptance every- 
where of the fact that Japan is the aggressor, that her 
conquests will not be recognized, and that her aggression 
will be opposed by every effective means in our power.” 


| 
t 
7 
i 
i 
it 
| it 
P 
t 
f 
n 
P 
Ci 
a 
b 
fi 
n 
h 
n 
fe 
fi 
C 
cl 
m 
fc 
ta 
cl 
th 
er 
th 
eg 
m 
cr 
th 
ed 
th 
Printed in U.S.A. 
XUM 


